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Directors’ Report 


TO THE SHAREHOLDERS: 


The fiscal year under review brought significant progress in exploration programs undertaken 
by your company. 


A major success was achieved in Ohio where your company has participated in exploration in 
Clark Township in Holmes County. The Ruben S. Erb #1 well, with an initial potential of 2,100,000 cubic 
feet of gas per day, was drilled and completed in the latter part of the year. This is the deepest 
producing well in Ohio and the first commercial well to produce from the Rose Run Sand in Ohio, 
Kentucky or West Virginia. In addition, this well indicates that commercial production may also be 
obtained from the Berea, Clinton and Beekmantown formations. 


Work on a second well in the area, scheduled for last December, was delayed due to land 
title problems but this hurdle has been overcome and drilling of the Paul Funk #1 well commenced 
late in April. Your company holds a 25% working interest in the completed well and in 30,000 acres 


of surrounding and adjoining land. 


A pipeline is now being installed by the East Ohio Gas Company and has reached a point about 
two miles from the Ruben S. Erb #1 location. Your management is confident that deliveries to the line 


will commence before July Ist and that by year end will have reached a substantial rate. 


As part of the same project, the Garber-Miller Unit #1 well designed to test a seismic structure 
in the Rose Run formation in Walnut Creek Township on the 10,000 acre block adjoining the Clark 
Township acreage was also spudded in in late April. 


During the past year, your company participated in several seismic programs in Liberty, Monroe, 
Cardington and North Bloomfield Townships in Ohio and joined with other companies to the extent of 
varying interests in the drilling of three wildcat holes in Ohio, all of which were dry. 


In southwestern Ontario your company is participating with Elgin Petroleum in the exploration of 
a geologically attractive structure. Drilling of the second hole in this play is to be started in the near 
future with our company holding a 25% interest in the venture. During 1965 three dry holes were 
drilled in another section of southwestern Ontario in which we had a 25% interest. 


The recent announcement of a second major gas discovery in the North Sea, off the coast of 


Great Britain, where an intensive search by major oil companies is taking place, adds to the attractiveness 


of the company’s exploration venture in the North Sea. Your company owns 60% of the capital in 
Whiterock Oil and Gas Ltd., a U.K. company which holds a production licence on two blocks, covering 
an area of approximately 184 square miles, on which a seismic survey was carried out during 1965 by 
Whiterock. Reciprocal arrangements with neighbouring major companies on the exchange of seismic 
information has confirmed the presence of two structures on the company’s licence blocks. 


The company maintained its interest in the oil and gas concessions in Peru. Mobil Oil, with 
whom it has two farmout agreements, continues its program of exploration and evaluation. Substantial 
gas reserves are indicated on the Pachitea concession in which your company has retained a one-third 
carried interest and in the adjoining Aguaytia concession in which the company has a small working 
interest. 


Further north, in the Santiago River district, an extensive seismic program was carried out by 
Mobil Oil on concessions in which your company has retained a 30% carried interest. Prospects of 
developing an oil field in the Santiago River area are considered good. 


It is possible that both areas will be unitized with adjoining or adjacent lands before a major 
development program is undertaken. This would result in a reduced percentage for your company 
but in a larger area with added potential and covering the most favourable structures. 


Your company participates to the extent of approximately 5% in a minerals exploration and 
development program in Peru financed jointly by several mining companies and also owns a 10% interest 
in Antipodes Explorations Limited, a company engaged in mineral and oil exploration work on an 


international scale. 


A modest revenue continues to flow from the company’s producing wells in the Pembina field 
of Alberta. 


The operating loss before taxes for the year has decreased by $17,198 to $62,487 compared to 
the prior year. The net loss, after writing off exploratory and development expenses, amounts to $260,548, 
a decrease of $87,185 compared to 1964. The bulk of the exploratory expenses written off consists of 
concessions surrendered in Peru in the amount of $134,770 ($222,256 in 1964). All exploration con- 
cessions have now either been surrendered or converted into exploitation concessions. 


It is the intention of your Directors to restrict the 1966 exploration and development costs to 
the gas development project already under way in Ohio and to limit this year’s program in southwestern 


Ontario to the joint venture project. 


On behalf of the Board, 


Toronto, Ontario, 


April 28, 1966. 


President. 


SS 


(Incorporated under the laws of Ontario) 


Balance Sheet as ai 


(with comparative figure 


ASSETS 
1965 1964 
Current: — es 
Gashacnd funds on cle posit cease meee eee ee eee $ 343,863 $ 507,947 
Accounts receivable and accrued interest ____-__-__---_--_--_-_- SO 11 24,196 
TOXESSFECOVELOD |G pecan weet Sie aeRO see seein rent maw nEnORA tne mee ee 427 4,370 
Advances — current portion (1965 U.S. $15,000, 1964 U.S. $56,250) 

(note: 2) ice set 6 Ooi eee eee Pee een ene ere 16,125 60,399 
Marketable securities at cost (market value 1964 $25,500) 24,784 
PREDIC Mex OGIiSC ss eae eee a ee ere ee 1,621 1,777 

Ota lacurrentiCSSC isms see. een eee ee ee ee ere 418,147 623,473 
Property and equipment — at cost less accumulated depreciation and 
depletion: (schedule? |) (az .= aan oe ees. c eerte tee ao See ee eee ee 636,532 704,568 
Deferred exploratory and development costs ---.-..------------------_-_-______ 1227165 1,188,768 
Other Assets: 
DOS hs secs ea keene em ee Oe ee ee ee 6,065 6,065 
ONGONIZTON: CXPOIISCS set cea ee ee ee 8,658 8,658 
Advances: (U:S. $118)750) (note: 2) =e eee ee $ 127,656 181,195 

Less allowance for possible loss _--..-_..---------------- 127,655 1 (181,194) 

Investment in Antipodes Explorations Limited — shares at cost -... 27,900 
Otol sot hic CSSe se emen was eee ee ee eee ee 42,624 14,724 
$2,324,468 1$2\031 008 


Auditors’ Report 


To the Shareholders of 
Peruvian Oils & Minerals, Limited: 


We have examined the balance sheet of 


Peruvian Oils & Minerals, Limited as at Decem- 


ber 31, 1965 and the statements of operations, 
deficit and deferred exploratory and develop- 
ment costs for the year ended on that date. 
Our examination was made in accordance 
with generally accepted auditing standards, 


and accordingly included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary in the 
circumstances. 


In our opinion, the accompanying balance 
sheet and statements of operations, deficit 
and deferred exploratory and development 
costs present fairly the financial position of 
the company at December 31, 1965 and the 


Yecember 31, 1965 


December 31, 1964) 


LIABILITIES 


1965 1964 
Current: —= sac 
Accounts payable and accrued liabilities 2222 $ 129,219 $ 129,275 
Shareholders’ Equity: 
Capital — 
Authorized: 
5,000,000 shares par value $1.00 each 
Issued: 
2,931,671 shares including 
470,000 shares issued tormpropelly 2 ee ee 2,931,671 2,931,671 
LeSS@nGl SCISCOUN cena eects ake eS ee eee tee 294,087 294,087 
2,637,584 2,637,584 
ETC) hee a eR ce Core crs Me ST ha ened eee Oe TO Sa 442,335 235,326 
2,195,249 2,402,258 
On behalf of the Board: 
JOSEPH J. RANKIN, Director. 
ROBERT L. SEGSWORTH, Director. 
$2,324,468 $2,531,533 


See accompanying notes 


results of its operations for the year ended financial statements, presents fairly the sources 

on that date, in accordance with generally and applications of funds of the company for 

accepted accounting principles applied on a the year ended December 31, 1965. 

basis consistent with that of the preceding 

year. CLARKSON, GORDON & CO., 
Our examination also _ included the Chartered Accountants. 

accompanying statement of source and appli- 

cation of funds which, in our opinion, when Toronto, Canada, 


considered in relation to the aforementioned April 4, 1966. 


Statement of Operations 
For the Year Ended December 31, 1965 


(with comparative figures for the year ended December 31, 1964) 


1965 1964 
Income: a —— 
Income from oil and gas production (schedule 2) _._----..--.--------.------ $ 23,866 sea A) 
Interest. income: and sundry credits 19,285 18,718 
Total lincomec422 eS ee eee 43,151 40,496 
General and Administrative Expenses: 
RemUnerdtion ob sciv@chors yk see we etre ne 15,000 9,700 
Engineers’ sand geologists’ lees 2 = se eee 7,242 3,543 
Accountingme#»nhce senvices cand  fenh ate ee ee 15,000 15,000 
Dallas offite tek ee ee ee eee = 6,493 
Legal cael clit ee eee eee 9,724 9,346 
TIPGVUST ET =O GTNCY Yc ie eee 22,731 36,492 
Publicity 9 2:22 oS oe ee eee 7,089 10,821 
TCV he eee Re eee ge eran IE ee Wel AEE UGS 7,041 
Reperts fo shareholders. ond meetings 2 2 9 636 9,230 
Foreign exchonge: loss 2.2 ee ee eee 7,286 6,631 
Other 2st tis eS Eee od ee 4,199 5,884 
Total general and administrative expenses —..---..-----_- 105,638 120,181 
Operatingsloss belorectOxes 72. eee et ee ee 62,487 79,685 
ISON HE? GIRS: (ASTSLNSTA ON ON GY) ce a (3,649) 
Gperating: loss 7 2a 2 wee eee erie Ae 5 ee ee ee 62,487 76,036 
Other charges: 
Exploratory and development costs written off 
Concessions surrendered — Peru -__.......------------___ $ 134,770 
Dry wells and development — Ohio — 27,614 
ORG Seca cetn Ae ee gt ce 35,677 198,061 271,697 
Net lossuctterechbOVve chor SSueesea ete te es oe ee ee eee $ 260,548 $ 347,733 
Statement of Deficit 
Deficit (earned surplus) beginning of year _ end > 200,320 $ (318,837) 
Nets lossttor: the yeor 2c ae ee ee 260,548 347,733 
Adjustment to provision for possible loss on advances (53,539) 206,430 
207,009 554,163 
Deficlisend ob  yedr 2s nc ccte en oe ae ee ee $ 442,335 $ 235,326 


See accompanying notes 


Statement of Deferred Exploratory 
and Development Costs 


For the Year Ended December 31, 1965 


Balance, December 31, 1964 


Add Peruvian oil concession costs reclassified as development costs 


Exploratory and development expenses in Peru: 


Surface taxes and dues for Government Petroleum department 

services 
Tax on conversion to exploitation concessions 
PeOlOledinex Dense space Mesh ke Aer.) ae eee eee 
Be ICE ceencn COesiemrs = 2 fi ee ee ee 
PeGaimcnc.caccouniing fesse. =f oa) ne 
Depreciction’ of turniture and fixtures 22 ee 
Ineres: ecmed: and sundry credits 25. ee 
Foreign exchonge adjustments 
Gibercevelopment expenses 


Exploratory and development expenses in Ohio: 


DOIN IC eee meen ree ee ew et 8 Oe i es Ne ee es 
eS mISMIL Ces UE VG Vin DONS S eee Sirs ae oe Se ee 


©) ie aaa etait ce ye An et 


Exploratory and development expenses in Canada 


Joint venture explorations: 


In the United Kingdom (North Sea) brome AACR 
ccna south VWWestermeOntanioyie oat ee 
Ry REBT RUY «ee oe Dil Me es Reg Se Eg Oe EEO gee tee 8 


Vetgl-expenditure*during Vey... 6 ee 


Deduct amortization for year — 
SES) IN cj tem annie ar ce Sy eee a Ree tee eg oe 


SRS SULA WAINGAAY WN aes 


Balance, December 31, 1965: 


COUATTSS. ccc ok esse 0 eRe Coma ELE RR Ade ee 2 sega ann ne Bree. Eo ek 
Ganado. (Alben) eee Oi Se aac seein ee Cea 1 anne ee 
CIs AS Tale (ejey ares eee Peet In ee re A ee 
TARTU eS Ree are Pe hs re ee 


See accompanying notes 


737 
3,108 


92,490 


41,477 
26,642 


53,258 


213,867 


3,845 


PO12,7 to 


38,315 
58,343 
46,746 


71,045 


$1,188,768 


26,436 


1,215,204 


210,022 


1,425,226 
198,061 


$1,227,165 


Statement of Source and 
Application of Funds 


For The Year Ended December 31, 1965 


Source of funds: 


[INTErEStANCOMeNCNC SUNY Cre Cts texan ee 
theome from ‘oiltend gas prOdUChON = ==. =e 


Add charges against income not involving an outlay of cash — 
Depreciation, depletion and amortization 


Disposaliofvequipment ——AlDer ic: = ms ee ee ee 
Reduction in allowance for possible loss on advance (note 2) 
Deposits recovered on surrender of concessions in Peru —---------------------- 


Application of funds: 
Generaland: administrative expenses: ee sae ee 
Exploratory “ond development cOstss==. = es ee, eee eee eee 


Less depreciation in Peru — not involving an outlay of cash 


Eoss'on QUcranice ceposih Doms incr ey Urs m = seas mene se ee een 
Purchase, otieil leases =— Ohh tots ee 
Purchase: of Geuiprmenty 1 @) ici msees eee ee en ee 


Purchase of shares in Antipodes Explorations Limited — = 


Decrease in funds — represented by the following reduction in working capital 
during the year: 


Working capital at; December<3,11964 2 ake ee 
Working capital at Decembersc 11 90.0 eset eee eee 


See accompanying notes 


23,866 


51,169 


213,867 
773 


494,198 
288,928 


$ 19,285 


75,035 


132 
93,539 
2,767 


150,758 


105,638 


213,094 


1,313 
1,766 
6,317 
27,900 


356,028 


$ 205,270 


Notes to the Financial Statements 


December 31, 1965 


1. The financial statements are expressed in terms of Canadian currency. Assets and liabilities and revenues 
and expenses in currencies other than Canadian dollars are converted into Canadian funds on the 


following bases: 


Current assets and current liabilities 


Certain expenditures for oil conces- 
sions in Peru 


Expenditures on equipment and de- 
ferred exploration and develop- 
ment 


Revenues and expenses 


At 


At 


the closing rate of exchange prevailing at 
December 31. 


the exchange rates prevailing on the dates of 
payment to the Peruvian government. 


At the average rates of exchange for the years in 


At 


which expenditures were made. 


the average rates of exchange for the year, 
except that provisions for depreciation, depletion 
and amortization and exploration and develop- 
ment costs written off are at the rates prevailing 
when the relative expenditures were made. 


2. The balance payable by Commercial Recording Corporation, U.S. $133,750, pursuant to a compromise 
settlement approved by a United States District Court in 1964, is payable at the rate of U.S. $5,000 
per month. The payments received in 1966 prior to March 30, U.S. $15,000, have been shown as a 


current asset. 


SCHEDULE 1 
Schedule of Property 
and Equipment 
December 31, 1965 
South America (Peru): 
Oil concessions — 
Deposits (met of refunds: cid. recoveries) ss eee eer ee $ 58,012 
Shares issued at par for commissions and services relating to 
investigations and negotiations for oil concessions 70,000 $ 128,012 
Office furniivre and fixtures\— ot.cost = ee 3,992 
Less cccumulaied Genre cioniOm teases ee ee 3,991 ] 
Rota PrOpEMty tia SOUT NGI CC eee eee ee oe eee 128,013 
Western Canada (Alberta): 
Oil Leases — at cost — 
Bo 1 pip See anne ere eae) Aye ee tio Pee NO ae ed eens tet ers eee be ek ee 64,469 
Shares issued at cupremilm ot Zoe each! s2. 2... ee 500,000 
564,469 
bess ecumulated deplete, ae sn ee ee eee ee 256,922 307,547 
Machinery and equipment ==.01 cost 22 ee 137,330 
Less ccoumlcted sem nec OTC i ane eee eee 53,108 84,172 
Total ipropsrtvain. Canddcie 2 <r eeee ay yea, 
United States (Ohio): 
Oil fecisss! =. COSi tae ee etetnein eee et te ee eee 112,072 
bess ciectimuicied sep isin meee aes ee eee 5,001 107,071 
Machinery and equipment ——-ot cost i222 ee 12,238 
Less accumulated depreciation, 2 2 a ee 2,509 9,729 
Total-property im the United States. 2 116,800 


ihotal property: nd equipment =. ee $ 636,532 


SCHEDULE 2 


Schedule of Income from 
Oil and Gas Production 


For the Year Ended December 31, 1965 
(With comparative figures for the year ended December 31, 1964) 


Saleso; crude oilvand: natural: gas. ec en ee 


Production Expenses: 
MS ERC ClO XO INS Sa ce ee a a Bn ee 
BEOSG uh CE CHS CSCS ces eee rele se ee) eee 
Field facility and gas collection expenses 
[SUM TIC SECC CIN GS eeeses wee eae ates eee Se = 
DeDlellon OhOllecses aeatwemme eee sere eee ee eet Ee 
Amonmizanonsct development costs22 ss 2 


Depreciation of machinery and equipment _.-._--__---_ 
otctiproduction expenses memame = cee eee eee = 


Incomeifromson and. gas production weses= ee 


1965 


$ 108,155 


18,795 
1,524 
8,459 
4,343 

38,381 
3,845 
8,942 


84,289 


$ 23,866 


1964 


$ 102,666 


37,766 
3,346 
7,883 


80,888 


$ 21,778 
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GULF ATLAN-f TOTAL 
TIC ETAL. 
ETAL. [CALTEX 
MOBIL | aTLAN- BURMAHPATLAN- | WHITE |HALL areeET | pLacw | toTac SHELL 
TIC ETAL 
ETAL. 4 
WHITE- 
{ aad 
PHILLIPS ETAL. GAS PHILLIPS} TOTAL | SHELL- | ATLAN- HaMIL |MONSANTO} PLACIO AmMloco 
COUNCIL] ETAL ETAL. | Esso TIC 
ETAL ETAL. 
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